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e Good Afternoon and thank you Mark (Lambert) for thefine

introduction.

e | am pleased to be with you today — and excited by the
threshold that wearecrossingin rural America. Aswe
enter the 21% Century, a new frontier isupon us—it isthe
advancement of infrastructurethat will support modern
information technology. Which in turn will support the
development and economic enhancement of rural America.
What electric and telephone wereto the 20" century,

telecommunication isto the 21% century.



e Thisisan exciting timefilled with endless possibilities—
rural communities are beginning to access the technology
and infrastructur e essential to enable them to competein the
21% Century.

e And assomeonewho wasraised and lived in rural lowa, |
have seen first hand the tremendousimpact these advances
have had in such areas as farming and local business
development. In some casesthey have dramatically

improved theway of lifefor rural residents.

e | would add that thereisno greater supporter of rural
Americathan President Bush and this Administration. He
has been an avid supporter of expanding accessto modern
technology such as— broadband -- and under stands that for
Americato compete globally we must develop the necessary

capacity to do so.



e Theimportant thing to remember isthat thisinfrastructure
goes beyond simply providing accessto the Internet. It
opens a whole new wor ld of opportunity. When the
technology isfully in place, businesses will increase their
ability to completein world markets, the agriculture
community will have the capability for greater food security,
enhance logistics management, and develop value-added
processing, students will have access to new means of
lear ning, and medical servicesin rural areaswill be

dramatically improved.

e Theability of rural citizensand communitiesto havethe
best of both worlds, the advantage of livingin arural area,
and the opportunity that is provided in centers of

commer ce, education, and medicine will begin to be bridged.

e And aswe worked with community leadersto bring
electricity to farms, ranches, and rural communities—as
regulators of utilitiesyou realize thisvalue -- we will again
wor k with community leadersto be bring new technology
infrastructureto rural businesses, schools, medical facilities,

farmers, ranchers, and thelist goeson.



e Asyou may know, the Administration recently announced
that $1.455 billion in capital investment funds are now
availableto expand broadband infrastructure -- If weinvest
wisdly in theinfrastructure and support local efforts, the

return on thisinvestment will pay tremendous dividends.

e Our fundamental belief is Rural Development’srole should
beto servelocal communities by facilitating the harnessing
of the resour ces necessary to addressregional economic and

quality of lifeissues.

Venture Capital

e In my view weat Rural Development are doing thisby

serving asthe venture capitalist for rural America

e Unlikethe past when we were percelved asthelender of last
resort —We now bring capital, technology and technical
assistancetorural America. —In fact wewill bring nearly

$14 billion worth of opportunity.



e When aventure capitalist investsin an entrepreneur what
doesheget inreturn? -- Equity — If theentrepreneur is
successful —the ventur e capitalist is much better off. Sowhy
Is Rural Development the venture capitalist of rural
America? Becausewe, the President, and Congress believe
inrural America. Thereturn on our equity from rural
Americaisastronger rural economy, a higher quality of
life, and the benefits derived for all of society from

exploiting the talents and resources of all rural Americans.

e Tobringthisinto greater focus, | want to expand upon two
Farm Bill initiativesthat are center stage at Rural

Development:

1. Agricultural Value-Added Product Market Development
Grants

2. Section 9006 of the 2002 Farm Bill - THE RENEWABLE
ENERGY SYSTEMSAND ENERGY EFFICIENCY
IMPROVEMENTS



1. VALUE-ADDED

e Over the past two years, the Administration has placed a
significant emphasis on helping producersto increase profit

mar gins by adding value to their commodities.

e Whileagricultural policy isfocused mainly on production,
Rural Development strivesto help maximizethereturn on
all availableresourcesin rural areas. Particularly including
those derived through value-added endeavors. Grants
provide fundsfor:

o Feasbility studies;
e Developing legal structures; and

e Other necessary components.

e In support of President Bush’s economic agenda, USDA

Rural Development provided $57 million in Agricultural

Value-Added Development Grantsin thelast two years,
including $10 million in proposalsto develop and mar ket
bioenergy in 22 states. Thisisa significant contribution to

entrepreneurialship



e The 2003 Appropriations Bill signed by the President last
week will fund the program at $40 million thisyear.

2) SECTION 9006 -- Farm Security and Rural Investment Act
of 2002 (Farm Bill)

e Thisisthefirst timean energy title focusing on renewable
ener gy systems and ener gy efficiency improvements has

been included in a Farm Bill.

e And it “Establishesa grant, loan, and loan guar antee
program to assist eligible farmers, ranchers, and rural small
businessesin purchasing renewable systems and for making

ener gy efficiency improvements.”



e Weareunder atight timeframe to make selections by the
end of September. Consequently, thisyear’s $23 million will
be made available in the form of grants—which we hopeto
advertisein June. Thisisnot to say that we have
abandoned the making of rules, but timeisof the essence
and we don’t wish to risk losing the funds because of a slow

rule making process.

o | feel that it isespecially important though to ensurethat as
we implement thisprogram, wedo it in a way that is useful
to those who may best be ableto develop, implement and

benefit from these opportunities.

e | appreciatetheinput wereceived during our public
meeting in December from the National Association of State
Energy Officialswho shared their successin developing
energy partnershipsin stateslike Oregon, Hawaii, Vermont,

and Florida.



e All theinput werecelved will help usto develop an effective
and useful funding delivery system. By sharingideasand
concernswe hopeto better servethose who ultimately utilize

this program to create alter native ener gy systems.

e And just aswe sought input from organizations and private
citizensto develop an effective and useful program, our rule
development processis composed of an inter- and intra-
agency working group involving folksfor NRCS, FSA, ERS,
EPA and DOE. —

e Other provisionsof the Energy Title of the Farm Bill

include;

9002 — Feder al Procurement of Biobased Products
» --Simply stated — If biobased products have

compar able performance and purchase of such items

arelessthan $10,000 and they arereasonablein price—
all Federal agenciesarerequired to give preferenceto
them.

« Thiswasfunded at $1 million per year for 5 years.



9003 -- biorefinery Development Grants

o Toassst in thedevelopment of new and emerging
technologiesfor the use of biomass (no funding
provided)

9004 — Biodiesel Fuel Education Program

« Funded $1 million each year for 5years

9005 -- Energy Audit and Renewable Enerqgy

Development

o Program to assist farmers, ranchersand small
businesses to become mor e ener gy efficient (no funding
provided)

9007— Hydrogen and Fuel Cdl Technology

9008 -- Biomass Resear ch and Development
e $5 million in 2002
e $14 million — 2003 —2007

o Tocarry out research to promote under standing and

flux and exchange of carbon and greenhouse gassesin

soilsand plants.
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9010 — Continuation of Bioener gy Program
« $100 - 150 million annually

» Program under which the Secretary makes payments

to eligible producer sto encourage production payment
based on formula.

e Whether it isthe development of value-added agricultural
productsor expanding renewable ener gy opportunities --

agricultureisenteringanew era.

e | liketousetheanalogy of the hourglass—for | think it best

depictsour relationship to certain events.
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e Thehistory of U.S. agriculture and its accompanying social
and rural policy isessentially that of a social contract
entered into by our rural forefatherswith the policymakers
and leadersof theearly —mid 1800's. Theleadersagreed to
provide land, economic opportunity, and ultimately
education to the hearty soulswho werewilling to travel to
and settlethe vast Western reaches of the continental U.S.

e Inreturn it wasexpected they would exploit our natural
resourcesin order for the country to have adequate food-
fiber and the necessary raw material to build our developing

industrial base.

e Thissocial agreement worked. Built upon a constitutional
republic form of government. Which wasfounded on the
principle of freedom secured by the concepts of titleto
property, contracts and rule of law — this social agreement

worked like nothing mankind had ever seen.

e Sowheredoesthe hourglassfit?
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At thetop —the widest point one might envision the mid-late
1800's—thru thelate 1970's. Therewasgreat growth and
oppor tunity — much demand and limited competition. But
beginning in the early 80's—wetransitioned into the neck

and we' ve been therefor nearly 20 years.

Why? Because lar ge segments of theworld formerly
gover ned by totalitarian regimes became free —thus
creating competition for our traditional commodity based

markets.

In addition —the Internet and technology wer e developed —
two mor e thingsimpacted us—the free flow of capital and
easy access to knowledge -- created additional inter national

and non-traditional competition pressur es.

Yet —in my view—we are near if not already moving into
the other wide half of the hourglass. With numerous
Initiatives being developed that address a host of new
opportunitiesranging from renewable energy, to carbon
and greenhouse gas sequestration and mitigation, to the

development of an entirely new biobased productsindustry -
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e | dobelievewe areon the cusp of new growth opportunities
for agricultureand all of rural America. Wearenearly

through the neck of the hourglass.

e Why do| suggest this?

e You might recall thefirst major policy initiative unveiled by
President Bush and his Administration in May of 2001 was
to develop and give direction to our nation’s energy policy —
onethat highlighted theissue of energy independence and
national security. Thisinitiative clearly brought renewable

energy to thetable.

e Renewable energy which involves everything from ethanol
produced from many sour ces of biomassto wind,
geothermal, and even anaer obic digestion of animal waste --

all clearly have places at the table.

e Thisfocusand emphasis by the Administration set atone
and coursefor integrating renewable ener gy into our
nation’s national security, energy, and agriculture policies—
that wer e soon to be followed up by Congressin the 2002
Farm Bill and signed into law last M ay.
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e Thesignificance of the Farm Bill isthat it continued the
focus of President Bush by expanding a number of policies
that responded to these renewable ener gy and

environmental opportunities.

e Whileall of theinitiatives have not been funded -- the
significanceisthat they arelinesin the sand. — Placed all
together —the Presidential and Farm Bill Initiativesare
creating significant policy and enor mous new opportunity
for rural America. —Although theseinitiatives are ebb and

flow.

e And we haven’t even talked about the fact that half of the
renewable energy produced today is electricity —coming
mostly from highly efficient wind turbinesaswell as

anaer obic digesters.

e Earlier thismonth President Bush announced hisintention
to ask Congressto extend both the Federal Income Tax
Credit and the Ethanol excise tax exemption from 2007
through 2010.
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e Also, the Energy Bill may betaken up in this session of
Congress. If therenewable fuel standards mandate of $5
billion gallons by 2012 is till in it —that becomes another
major building block for therenewable industry — And will

utilize nearly 1.7 billion bushel of corn.

e Finally —thereispotential promisefor the many biobased
products being developed by innovative companieslike
Cargill-Dow, DuPont, and other resear ch and development
firmsthat are eyeballing the 350 billion pounds of polymers
consumed by thiscountry every year —and a number that is

growing by 5% annually.

e Allin all theserenewable and biotech advances are no
longer simply visionary concepts— They aretherealities

which are upon us.

e Whether we aretalking about the expansion of broadband
infrastructure or the value-added and renewable ener gy
Initiativesin the Farm Bill -- USDA and USDA’sRural
Development can play a supportiverolein expanding the

economic basein rural America.
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e Asl| said at the outset, since becoming Under Secretary it

has become clear — Two Primary Goals

e USDA Rural Development’s mission isto make availableto
communitiesthetoolsthat can accomplish our two primary
goals --- Sincethe onset of the Bush Administration —our
mission has become the implementation of Our Two

Primary Goals:

» That istoincrease economic opportunity throughout

rural America; and

o Toimprovethequality of lifefor all rural Americans.

e Although these two goals sound ssimple enough, for those of
you who livein rural areas know, thisiseasier said than

done.

e Our fundamental belief is Rural Development’srole should
beto servelocal communities by facilitating the harnessing
of the resour ces necessary to addressregional economic and

quality of lifeissues.
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e How dowedothis? By pushing the President’s agenda,
exploiting opportunitiesin the Farm Bill, and working with
organizationslikeyours. We do thiswith:

Economic Opportunities:

o Capital Investments
o Infrastructure
o Technology

o Energy

Quality of Life:

Basic

o Housing

o Food and Water
Essential

o Education

0 Health Care
Necessary

0 Recreational; and

o Cultural
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« If webegin tosucceed at theseinitiatives, that of
Increasing economic oppor tunities and improved
quality of life, many of which are already in play, then

opportunitieswill moveinto theserural areas.

CLOSING

« | want to leave you with thismessage. When you look
at thewhole picture of the Bush Administration’s
record —whether it isthe development of broadband
infrastructure, value-added agricultural products
ventures, renewable energy to reduce our dependence
on foreign produced energy, or biotechnology
development -- you will see a President and an

Administration that isfirmly behind rural America.

o Wefully support all of thelocal effortsthat will bring
new economic oppor tunities and ener gy independence
to our nation. An ultimately, will allow our rural

citizensto improvetheir overall quality of life.
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Rural Development is one of the cor e agencies affecting
development in Rural America. We have the delivery

mechanism and technology to make things happen.

We have 850 offices acrossthe nation staffed with
outstanding per sonnel who ar e capable of innovation

and problem solving.

We areworking to help improve the flow of capital,
strengthen technology, rebuild infrastructure and

Increase opportunities of all types.

By working together, we hopeto increase economic
opportunities and improve the quality of life. Wewill
create a stronger rural economy and reduce our

country’s dependence on imported ener gy supplies.
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